Based on the integration of relevant conceptions of shadow banking, this paper sets out to make an empirical study on the scale of the shadow banks in Hubei province. Building the VAR model through series of test on the data and parameter identification of the model, it has revealed that the development of the Shadow banks will be influenced by the growth of the economy and the scale expansion of the social financing. The financial regulatory authorities in Hubei Province maintain an objective attitude towards the shadow banks. It is advisable that they take the "not blocking but dredging" philosophy rather than "prohibiting immediately".
Introduction
Shadow banking is the result of strong financing demand, financial innovation and regulatory arbitrage, which has played an important role in the stabilizing growth of macroeconomic. In his article in 2011, Li [1] highly praised the Shadow Bank's function to economic system, regarding the shadow banking as one of the greatest achievements of financial innovation. However, as "Shadow bank" often appears in public alongside with the "financial crisis" news reports, such as the 2007 subprime mortgage crisis in United States and the debt crisis in Europe, people tend to have negative impression of the "Shadow bank" concept so that sometimes they become frightened when it is mentioned [2] . Nevertheless, under the impetus of profit-seeking and increasing demand, shadow bank-Open Journal of Business and Management ing business and its derivative financial products show explosive growth, which have nonnegligible impact on the stability of financial system and the development of society and economy. It has now been the hot issue and focus of academic and industry discussions and attracted the financial regulatory authorities' intimate attention [3] .
Literature Review and Hypothesis
The shadow banking system generally refers to a collection of non-bank financial intermedia that provides services similar to traditional commercial banks but free of normal financial regulations. It's characterized by the nature of high leverage and maturity mismatch in different degrees. Unlike regulated banks, shadow banks can't get their last resort supported by the central bank [4] [5].
Wang and Guo (2012) [6] believe that there are main four types of pattern for shadow banks in our country: 1) non-bank financial intermedia approved by the banking supervision and management department, 2) quasi-financial institutions capable of investing and financing approved by local government, 3) legal financial intermedia approved by the relevant department, 4) underground financial activities including private lending and illegal private banks. Ba (2009) [7] , who introduces the business features, risk level and supervision of the foreign shadow banks, concludes four basic characteristics of this kind of banks: 1) choosing wholesale as their financial products retailing mode，quite different from traditional commercial banks; 2) developing such a sophisticated dealing transaction mode that they lead to many commercial secrets for the outsiders but only held by the issuers, which brings a situation of delayed and insufficient information disclosure; 3) getting higher leverage capital adequacy ration through operation on borrowings regarding commercial banks; 4) acquiring generally higher profitability than commercial banks.
Through their empirical study, Shen and Xie (2013) [8] proved the existence of Two-way causality and long-term stable and balanced relationship between economic growth and the development of shadow banking business. Wang and Shen (2014) [9] empirically analyzed the liquidity of shadow banking and its impact on the macro economy with the liquidity of shadow banking, bank credit amount and economic growth as major indicators. The two different ways of liquidity creation in credit has been compared and analyzed. The results showed that since 2007, the liquidity creation of shadow banking business had rather positive effect on China's economic growth. Zhang (2016) [10] claimed that in a highly efficient market environment, shadow banking enabled some enterprises to employ various financial instruments to attract more capital suppliers with higher returns at their affordable costs that not only satisfied financial needs but also achieved sustainable economic development. Where there is demand there is supply, which is the way how market works. It is the economic growth that expanded the space for shadow banking business to thrive. 
Data and Methodology

Data Collection and Processing
Lack of effective supervision, shadow banks usually have a delayed and insufficient data exposure, which makes statistical work more difficult. As a result, a plenty of indirect methods have been applied to measure the scale of the shadow banks. Different measure calibers will lead to different measure results. This paper holds that the total social loan can be divided into two parts: Loan that can be observed directly and the other can not. The unobservable loan is taken as the scale of the shadow banks, since the main character of the shadow banks is taking financial activities in the blind-spot of normal supervision. During every certain period, there is always a relatively stable relationship between finance and economy. According to this path in respect to the Li (2008) [11] , the evaluation is as follows:
Shadow Bank NOE L GDP =
Since 1994, Hubei statistical office has stopped to publish GNP data but stational GNP can still be found in China Statistic Year-Book. This paper assumes that Hubei GNP synchronises with the development of the stational GNP.
From Hubei Statistic Year-Book and financial statistical Data Base Chinese Academy of Social Sciences, we can find the GNP, INC, LGDP (2001) (2002) (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) (2011) (2012) (2013) (2014) (2015) (2016) .
According to the above, we get the result about measurement of the shadow banks in Hubei province displayed in Table 1. It's not so hard to find that the shadow banks in Hubei province are yearly increasing in the scale, which break trillion in 2010 and multiple by 9 from 275.31 billion to 2558.34 billion during 16 years. This implies that the shadow banking has been a nonnegligible factor contributing to economic growth and financial stability in Hubei province.
VAR Model Regarding the Developmentally Economic Growth of the Shadow Banks in Hubei Province and Social Financing Scale
1) The Rationale of VAR Model Introduced by Sims in 1980 as Vector Autoregressive Model, VAR model is applied to the empirical study of shadow banks in Hubei province. Here is the formula of this model:
2) The Selection of the Index and Data Open Journal of Business and Management Data on developing scale of the shadow banks has been discussed in Part 2. Economic growth is defined as GDP. Local Social Financing Scale before 2012 derives from the loan direct financing growth and balance of financial institution while from the People's Bank of China after 2013 instead. In order to get the stable time series from the potential heteroscedasticity, we logarithm all the data (see Table 2 ).
Model Evaluation and Result Analysis
Unit-Root Test
An Augmented Dickey-Fuller Test is adopted under the Eviews 7.2. According to the data above, we take Sbank for shadow banks.
According to Figure 1 , Sbank series shows an obvious increasing trend, which means that the series is not stable. So it needs to be stabilized.
The Table 3 shows that lnSbank, lnFsize and lnHgdp have the same unit root implying they belong be process. So they can be cointegrated to each other, which means we should run EG test on them to see if there is a long-term equilibrium between them.
Firstly, cointegrated regression is used to get the long term equlibrium relationship between lnSbank, lnFsize and lnHgdp. Secondly, we test the stability of series run the ADF test on the residual series to get the t-value and compare it to the critical value from the cointegrated test under the 5% significant level. If the Open Journal of Business and Management t-value is below the critical value, then it means there is a cointegrated relationship between the two variables, otherwise not.
From Table 4 , we know that all the t-values are below the ADF critical value under the 5% significant level. We can tell from the Figure 2 above that all the roots from AR are inside the unit circle. It's obvious that the VAR model is stable and the result is efficient. 2) The impulse response analysis on the development of the shadow banks due to the GDP in Hubei and social financing scale index.
We can figure out that when a positive impulse is applied to the dInSBank during two periods (Figure 3) , the GDP and social financing scale decline a little in the last period, and go up then down during the second period all the way to the 10th period. This trend implies that there is a inverted U-shape curve, to some degrees, between the development of the shadow banks in Hubei province and GDP and social financing scale:
3) Variance decomposition analysis based on VAR model
Variance decomposition analysis based on VAR model gives comment on the importance of different structure impulses through analysing the contribution every structure impulse makes on the every endogenous variable changes (which is valued by the variance) Figure 4 shows the result of variance decomposition.
Generally speaking, Figure 4 implies that among the decomposition results, social financing scale makes the most contribution to the development of the shadow banks in Hubei province, followed by the GDP.
Analysis of Empirical Results
1) The size of social financing and the development of shadow banking are interdependent and mutually reinforced. 
Theoretical and Practical Implications
With the rapid economic development in our country, shadow banking has also 2) What kind of regulatory measures should be taken is based on the principle government tends to follow: "blocking", limiting or even prohibiting its further development; combining "blocking" with "sparseness", improving relevant laws and regulations on the basis of constantly accumulating regulatory experience through practices and indirectly enhance self-discipline level of financial industry?
Finding the feasible solutions to these problems above is of great significance to gear up the leapfrog development of Hubei province.
Conclusions and Countermeasures
This paper studies on the relationship between the scale of the shadow banks in
Hubei province and GDP and the social financing scale. Based on VAR model, we use the general impulse response and variance decomposition in the study.
Finally we come to the conclusion that economic growth, known as GDP growth, and expansion of social financing scale may influence the shadow banks' development scale and lead an inverted U-shape curve.
First, the scale of corporate financing needs in Hubei Province has contributed to the development of shadow banking.
Second, economic growth has a positive impact on the development of shadow banking, and the fluctuations in economic growth will influence the size of shadow banking.
From the conclusion, we can suggest that the financial regulatory authorities in Hubei Province maintain an objective attitude towards the shadow banks. It is advisable that they take the "not blocking but dredging" philosophy rather than "prohibiting immediately".
All the factors that influence the shadow banking should be taken into consideration when Hubei Financial Supervision Department draws up their regulations. GDP growth and social financing scale expansion contribute to the development of the shadow banks, and exacerbate the risk of financial supervision as well. In the meanwhile, a moderately limited development of the shadow banks can be beneficial to the economy growth. When Financial Supervision Department strengthens the supervision, it should also enrich the financial services, optimize the allocation of funds and utilize the funds more efficiently to activate financial market and social economic development.
